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Based on these facts, the net base year in-
come for the applicable election year begin-
ning October 1, 1987 is $77,500, computed as
follows:

Annualized short base
year income multi-
plied by deferral ratio $390,000

x 3/12

$97,500
Less:

Applicable payments
for deferral period $20,000

Net base year in-
come ................. $77,500

(c) Refunds of required payments. A
partnership of S corporation is entitled
to make a claim for refund, in accord-
ance with the procedures provided in
§ 1.7519–2T(a)(6), if—

(1) The amount specified in para-
graph (a)(3)(i) of this section is less
than the amount specified in paragraph
(a)(3)(ii) of this section; or

(2) The partnership or S corporation
terminates its section 444 election,
within the meaning of § 1.444–1T(a)(5).

(d) Example. The provisions of this
section may be illustrated by the fol-
lowing examples.

Example (1). G, a partnership, is owned 10
percent by a C corporation with a June 30
taxable year, and 90 percent by calendar year
individuals. G has historically used a June 30
taxable year. For its taxable year beginning
July 1, 1987, G makes a section 444 election
to retain its June 30 taxable year. For the
base year from July 1, 1986 to June 30, 1987,
G has net income of $300,000 and no applica-
ble payments. G’s deferral ratio is 6/12 (the
ratio of the number of months in the deferral
period to 12 months). Based on these facts,
G’s net base year income is $150,000 ($300,000
x 6/12). Thus, G’s required payment for its
first applicable election year is $13,500
($150,000 of net base year income multiplied
by 9 percent (the product of the applicable
percentage for 1987, 25 percent, and the high-
est section 1 rate for 1987, 36 percent)).

Example (2). The facts are the same as in
example (1). In addition, G continues its sec-
tion 444 election for the taxable year begin-
ning July 1, 1988, and G’s net base year in-
come for the year beginning July 1, 1987 is
$150,000. The required payment for G’s second
applicable election year is $8,250 ($150,000 of
net base year income multiplied by 14.5 per-
cent (the product of the applicable percent-
age for 1988 applicable election years, 50 per-
cent, and the adjusted highest section 1 rate

for 1988, 29 percent) less G’s $13,500 required
payment for the first applicable election
year).

Example (3). H, a partnership with a taxable
year ending September 30, desires to make a
section 444 election for its taxable year be-
ginning October 1, 1987. H is 15 percent owned
by I, a partnership with a taxable year end-
ing September 30, and 85 percent owned by
calendar year individuals. Assume H and I
are qualified to make section 444 elections as
a result of the ‘‘same taxable year excep-
tion’’ provided in § 1.444–2T(e). If H and I
make section 444 elections, they must each
make a required payment (assuming the
amount computed under paragraph (a)(3) of
this section is greater than $500). Pursuant
to paragraph (a)(3) of this section, the re-
quired payments of H and I are calculated
independent of each other. Thus, in deter-
mining the amount of its required payment,
I may not exclude its income attributable to
H, even though H must also make a required
payment on the same income.

Example (4). The facts are the same as in
example (1) except that H is 90 percent owned
by I and 10 percent owned by calendar year
individuals. Pursuant to § 1.706–3T, if I makes
a section 444 election to retain its taxable
year ending September 30, H’s required year
will be September 30, because H’s majority
interest partner will have a September 30
taxable year. Thus, H is not required to
make a section 444 election and a required
payment in order to use a September 30 tax-
able year. I, however, must make a required
payment.

[T.D. 8205, 53 FR 19706, May 27, 1988]

§ 1.7519–2T Required payments—pro-
cedures and administration (tem-
porary).

(a) Payment and return required—(1) In
general. With respect to any taxable
year for which a partnership or S cor-
poration has a section 444 election in
effect (an ‘‘applicable election year’’),
the partnership or S corporation shall
file a return as provided in paragraphs
(a) (2) and (3) of this section and make
a payment, if required, as provided in
paragraph (a)(4) of this section.

(2) Return required—(i) In general. A
return showing the required payment
shall be made, even if the required pay-
ment for the applicable election year is
zero. For an applicable election year
beginning in 1987, the return shall be
made on Form 720, ‘‘Quarterly Federal
Excise Tax Return.’’ For an applicable
election year beginning after 1987, the
return shall also be made on Form 720
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unless another form is prescribed by
the Commissioner.

(ii) Procedure if amount for applicable
election year (and all proceeding years) is
not greater than $500. If a partnership or
S corporation is not required to make
a payment under section 7519 for an ap-
plicable election year, the partnership
or S corporation should type or legibly
print ‘‘zero’’ on the appropriate line of
the prescribed form.

(3) Time and place for filing return—(i)
Applicable election years beginning in
1987. For an applicable election year
beginning in 1987, the Form 720 must be
filed with the Service Center indicated
by the instructions for the Form 720.
The date for filing such form is as fol-
lows—

(A) Taxpayers that would otherwise file
Form 720 for the second quarter of 1988.
Taxpayers that are required, without
regard to this section, to file Form 720
for the second quarter of 1988 (e.g., tax-
payers reporting liability for manufac-
turers excise tax) must file Form 720 by
the normal due date of such form for
the second quarter of 1988. Thus, such
taxpayers must generally file Form 720
on or before July 31, 1988. However, if
such taxpayers must also report tax
imposed by section 4251 (relating to
communications services tax), sections
4261 and 4271 (relating to air transpor-
tation tax), or section 4986 (relating to
windfall profits tax) for the second
quarter of 1988, they must file Form 720
on or before August 31, 1988.

(B) Other taxpayers. Taxpayers that
are not described in paragraph
(a)(3)(i)(A) of this section (i.e., tax-
payers that but for this section would
not be required to file Form 720 for the
second quarter of 1988) must file Form
720 on or before July 31, 1988.

(ii) Applicable election years beginning
after 1987—(A) Return made on Form 720.
[Reserved].

(B) Return made on form other than
Form 720. For an applicable election
year beginning after 1987, the return
showing the required payment is to be
filed with the Service Center indicated
by the instructions for the form pre-
scribed for payment. The return must
be filed on or before the date prescribed
by the instructions to the form.

(iii) Special rule for back-up section 444
election. See § 1.444–3T(b)(4)(iii) for a

special rule that may extend the due
date for filing a return required by
paragraph (a)(2) of this section.

(4) Time and place for making required
payment—(i) Applicable election years be-
ginning in 1987. For an applicable elec-
tion year beginning in 1987, the re-
quired payment is due and payable
without assessment and notice on or
before the date the taxpayer’s Form 720
for the second quarter is due (as speci-
fied in paragraph (a)(3) of this section).
The required payment must be paid by
check or money order, and such check
or money order must indicate the part-
nership’s or S corporation’s taxpayer
identification number and must in-
clude the statement: ‘‘IRS NO. 11 PAY-
MENT.’’ The check or money order
must be sent, together with Form 720,
to the Service Center indicated by the
instructions for the Form 720.

(ii) Applicable election years beginning
after 1987. For an applicable election
year beginning after 1987, the required
payment is due and payable without
assessment or notice, on or before May
15 of the calendar year following the
calendar year in which the applicable
election year begins.

(iii) Special rule for back-up section 444
election. See § 1.444–3T(b)(4)(iii) for a
special rule that may extend the due
date for making a required payment.

(5) Penalties for failure to pay. In the
case of any failure by a partnership or
S corporation to pay the required pay-
ment on or before the date prescribed
in paragraph (a)(4) of this section,
there shall be assessed on such partner-
ship or S corporation a penalty of 10
percent of the underpayment. For pur-
poses of this section, the term ‘‘under-
payment’’ means the excess of the
amount of the payment required under
this section over the amount (if any) of
such payment paid on or before the
date prescribed in paragraph (a)(4) of
this section.

(6) Refund of required payment—(i) In
general. If a partnership or S corpora-
tion is entitled to make a claim for re-
fund pursuant to § 1.7519–1T(c), such
partnership or S corporation should
file a claim for refund, as provided in
paragraph (a)(6)(ii) of this section.
However, in no event shall a refund be
made prior to April 15 of the second
calendar year that follows the calendar
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year in which an applicable election
year begins. For example, assume a
partnership made a section 444 election
to retain its taxable year for its tax-
able year beginning October 1, 1987, and
as a result made a required payment
for such year. Further assume that the
partnership terminates its election for
its taxable year beginning October 1,
1988. Based on these facts, the partner-
ship will be entitled to a refund, but no
earlier than April 15, 1989.

(ii) Procedures for claiming refund.
[Reserved].

(iii) Interest on refund. No interest
shall be allowed with respect to any re-
fund of a required payment under
§ 1.7519–1T(C).

(b) Assessment and collection of pay-
ment. A required payment shall be as-
sessed and collected in the same man-
ner as if it were a tax imposed by sub-
title C. Furthermore, no deduction
shall be allowable to a partnership or S
corporation (or their owners) with re-
spect to the required payment.

(c) Termination due to willful failure.
See § 1.444–1T(a)(5)(i)(C), which provides
that willful failure to comply with the
requirements of this section will result
in the termination of the section 444
election.

(d) Negligence and fraud penalties made
applicable. For purposes of section 6653,
relating to additions to tax for neg-
ligence and fraud, any payment re-
quired by this section shall be treated
as a tax.

[T.D. 8205, 53 FR 19709, May 27, 1988]

§ 1.7519–3T Effective date (temporary).
The provisions of §§ 1.7519–1T through

§ 1.7519–3T are effective for taxable
years beginning after December 31,
1986.

[T.D. 8205, 53 FR 19710, May 27, 1988]

GENERAL ACTUARIAL VALUATIONS

§ 1.7520–1 Valuation of annuities,
unitrust interests, interests for life
or terms of years, and remainder or
reversionary interests.

(a) General actuarial valuations. (1)
Except as otherwise provided in this
section and in § 1.7520–3 (relating to ex-
ceptions to the use of prescribed tables
under certain circumstances), in the
case of certain transactions after April

30, 1989, subject to income tax, the fair
market value of annuities, interests for
life or for a term of years (including
unitrust interests), remainders, and re-
versions is their present value deter-
mined under this section. See § 20.2031–
7(d) (and, for certain prior periods,
§ 20.2031–7A) of this chapter, Estate Tax
Regulations, for the computation of
the value of annuities, unitrust inter-
ests, life estates, terms for years, re-
mainders, and reversions, other than
interests described in paragraphs (a)(2)
and (a)(3) of this section.

(2) For a transfer to a pooled income
fund after April 30, 1999, see § 1.642(c)–
6(e) (or, for certain prior periods,
§ 1.642(c)–6A) with respect to the valu-
ation of the remainder interest.

(3) For a transfer to a charitable re-
mainder annuity trust after April 30,
1989, see § 1.664–2 with respect to the
valuation of the remainder interest.
See § 1.664–4 with respect to the valu-
ation of the remainder interest in prop-
erty transferred to a charitable re-
mainder unitrust.

(b) Components of valuation—(1) Inter-
est rate component—(i) Section 7520 Inter-
est rate. The section 7520 interest rate
is the rate of return, rounded to the
nearest two-tenths of one percent, that
is equal to 120 percent of the applicable
Federal mid-term rate, compounded
annually, for purposes of section
1274(d)(1), for the month in which the
valuation date falls. In rounding the
rate to the nearest two-tenths of a per-
cent, any rate that is midway between
one two-tenths of a percent and an-
other is rounded up to the higher of
those two rates. For example, if 120
percent of the applicable Federal mid-
term rate is 10.30, the section 7520 in-
terest rate component is 10.4. The sec-
tion 7520 interest rate is published
monthly by the Internal Revenue Serv-
ice in the Internal Revenue Bulletin
(see § 601.601(d)(2)(ii)(b) of this chapter).

(ii) Valuation date. Except as provided
in § 1.7520–2, the valuation date is the
date on which the transaction takes
place.

(2) Mortality component. The mor-
tality component reflects the mor-
tality data most recently available
from the United States census. As new
mortality data becomes available after
each decennial census, the mortality
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